Comparative Assessment

Task Force on Health Planning Reform

By Kyusuk Chung, Ph.D

Selection of Four States

» New York, Michigan, New Jersey, and Florida

» Three Selection Criteria
States that have healthcare systems similar to lllinois
States that have a level of CON regulation similar to lllinois
States that have shown different directions for future CON
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Florida 2,963

NY 2,423 64 123 41 6
IL 1,500 47 125 9 4
MI 1,219 28 50 2
NJ 1,113 27 53 7 2
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Stringency of CON Regulation
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Comparison Issues

» How do steps taken to determine the course of action
differ?
» How does call structure differ?

» How do planning area and migration adjustment
methods differ?
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How do steps taken to determine the course of

action differ?

» NY has been inactive in taking steps to determine the
best course of action for CON board and CON process

» NJ and FL follow the path toward CON repeal

» Ml has taken steps to strengthen CON
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Time Line for CON Reform
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Florida’s CON Appeal
» In 2008, the Florida governor proposed CON repeal.

The CON process involves delays due to lawsuits by local
competitors. Since the August 2005 CON batch cycle, 20 of the
27 CON applications are still in litigation.
» For the 2005 CON batch cycle for Hospital Beds and
Facilities, 28 out of 38 CON applications (80%) were
denied; 2 withdrawn.

» For the 2007 CON batch cycle for Hospital Beds and
Facilities, only 5 out of 23 CON applications (22%) were
denied; 4 withdrawn.
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Michigan’s CON Appeal

» A lack of clarity regarding both process and standards in CON
resulted in the overturning of too many CON decisions by the
courts

In 1997, the then Governor, John Engler, appealed decisions in two
longstanding certificate-of-need cases to higher courts. Lower
courts had overturned agency denial on two construction projects.
Both cases originated in the mid-1980s.

» Instead of repealing or significantly scaling back CON law,
Michigan took steps to develop/improve/update review
criteria and standards.

» In 2005, the Michigan Supreme Court refused to hear appeals
by existing hospitals against the projects transferring hospital
beds in Detroit to new sites in Detroit suburbs.
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Michigan: Monitoring Post-CON Compliance

CON Review # Facilities # Not Meeting %
Standard Reviewed Project Delivery

Requirements
Surgical 217 58 27%
Cardiac 66 5 8%
catheterization
Pancreas 2 1 50%
transplants
Megavoltage 188 27 14%
tomography
Min. for applicant by 3™ year 200 500 300 350
Min. for each existing provider per year 350 500 350 350

9 3/7/2008

Michigan: Update CON Standards
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How Does Call Structure Differ?

Batching Cycles 3 cycles for 12 cycles for Biannually per
comparative review expedited; category: (1)
1st of Feb, June, and Different call hospital beds and

Oct. schedule (ranging  facilities; (2) other
from every yearto beds and programs

every 5 years) for

each of 15

categories subject

to full review

Non-batching cycles 15t day of each 1st day of each 15t day of each
month month month
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Florida: Batching Cycle—2008
3% ycl forHospital Bedsand Faiities | bates

Summary need projections published in F.A.W 1-25-08
Letter of intent deadline 2-11-08
Application deadline 3-12-08
Completeness review deadline 3-19-08
Application omissions deadline 4-16-08
Agency initial decision deadline 6-13-08
(2% Cycl for OtherBecsand programs | Dates|
Summary need projections published in F.A W 4-4-08
Letter of intent deadline 4-21-08
Application deadline 5-21-08
Completeness review deadline 5-28-08
Application omissions deadline 6-25-08
Agency initial decision deadline 8-22-08
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How do Planning Area and Migration Adjustment
Differ?

# Planning Area

Basis Community Zip code County
Area/Township

PA overlap? No Yes No

Migration

Adjustment

Facility-based? Partly*

Use of Region Rate? No No Yes

Migration Yes No No

Adjustment Factor?

* Three principals take into account facility-based service area
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IL: Migration Pattern Across Planning Areas

- Planning Area of Hospitalization

HPA A-01 A-02 AO03 A04 A05 A-06 A-07 A-08 6states
A-01 0.67 0.00
A-02 0.60 0.00
A-03 0.54 0.02
A-04 0.69 0.06
A-05 0.70 0.01
A-06 0.57 0.00
A-07 0.74 0.01
A-08 0.61 0.01
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Facility-defined Market (Service) Area for Hospital X

What if the PA
boundaries look like this?

le—————

5% of total admissions to the Hospital X come from that zip code.
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Real Example:
DuPage, A-05

Elgin Hanover Schaumburg Elk Grove:

Two hospitals, EImhurst
Memorial Hospital and

St Charles Wayne Bloomingelale Addison

Glenoaks Medical Cente

Hinsdale Hospital, are near
the boundary of the
planning area, A-05.

]

Geneva entral Dupage Hospital
H| Chicago

I T Miton

Batavia

Aurora Maperlle Lisle

[TlEdwavd Hospital powners crove
Osvega hestiand DuPage
16
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Townships measures 6 miles by 6 miles are based on
Land survey system used in IL
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Satellite Picture of the East of Hinsdale Hospital

The Planning Area boundary is not a barrier to patient migration.
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Should we have to
adjust for inter-state
migration pattern?

Downstate does not have a
major referral hospital (or a
major health care market),
according to the Dartmouth
Atlas of Health Care. Major
referral hospitals are in the
neighboring states,
including Missouri.
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IL is a net OUT
migration state

Proportion of Area Patients
who sought M-S/P bed
services from hospitals in
the neighboring states * by
Hospital Planning Area, Year
2002

* Indiana, Kentucky, lowa,
Missouri, Michigan, and
Wisconsin
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Example: Kenneth Hall Hospital

» The only full-service hospital in East St. Louis

Kenneth Hall Hospital tries to move testing services. The inner
city residents lose outpatient facility and rally against
movement.

Declining patient population is an issue for the hospital’s
attempt to merge

It is located in the planning area, E-03
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Before and After Taking into Account Inter-state
Migration

Before After

Planning ouT IN Net ouT IN Net %
Area Change
E-01 2643 13018  -10375 3059 13385  -10325 -0.5
E-02 4197 366 3830 5068 395 4673 22.0
E-03 1781 136 1645 3020 146 2874 74.7
E-04 2586 769 1817 2940 806 2134 17.4
E-05 1299 642 657 2855 2171 684 4.1
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Summary

Phased-in implementation of deregulation as begun in
Florida and New Jersey.

Batch processing as used by Florida, Michigan and New
Jersey

Michigan’s efforts to update and enforce review criteria
and standards, and monitor performance

Inter-state migration for determining hospital bed needs
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